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13 September 1955

0 1 Ohief, FE Support Basze
FROM 1 Acting Chief, Audit Office

SUBJECT: Comments re Gurrent Procedures in Use for Finaneial Sontrol
of Property

Pursuant to your request for Audit Office comments on the overall
property accounting system, the following is submitted.

1, We have found that one of the primsry aims of the system, that 25X1A
of getting the physical materiel mssets of KUBARK in th under

3
gaqu eontrol, has been accomplished to a sonsidersble degree. For the first
Te |4 time in our organisation its materiel assets (in were placed on 25X1A
o§§ % the books of account of XKUBARK, The extent to whic s not been 100%
©..AY effective in this respect cannot be atiributed to technical weaknesses
L U  in the system. On the contrary the system is baged on sound technicsl
# » 5 principles from the standpoint of property contrel, However, it is
o) “\}gg ~ questionable whether our organisation with ita diverse ¢over mechanimms
zm ' ean sfford = system which requires skilled techniciansg {who in some
g 5 & instances must of necessity be placed in cover units whose activities
£ 'Si R are entiraly incompatible with certain gystem requiremsnts) in aizeable
if? O quantity, In addition, there are certain weaknesses within the system
og b2 _ in regard to costing of property to projects, recording of price changes
Z &> D and adjustments, These weaknesses in the system oculd be corrected.
o o 2 Gorrection of some of these system defiolencies, however, could only be
£ 6ol & ™ accomplished at Headquarters level and would entsil major policy change,
z 51O | Yor exmmple, in order to get meaningful cost reports which reflect actml
Lo } allotment charges to a program, project or aotivity, it would be negessary
g‘.. o é i | to change the current allotment procedure. Only after the basic allotment
e Q i o £ pattern has been revised could implementing procedures be written which
o= ffg would give the desirsd results,
i,?i' m Faq
] % g > 2. Buccess of any system depends a 4 wnderstanding of the
“ﬁs & system by all persons concerned. The %u‘smﬁaz ocancerned 25X1A
tat [ & J with the syatem have not been properly school n the system as to
ﬁ;ﬁ% {a) how to prepsre documentation, {b) why it must be prepared as instruc-
125 tions call for, (¢) importance of securacy in original documentationm,
o 3 H® % and (d) what happens to the documentation they submit, In our dealings
: b B Y with base personnel engaged in prepering and forwarding basic documentation
Oz § o for 8.0.C. processing, we have found a very low incidence of kmowledge of
SEERKE the system and a reluctance to try to comprehend i%t. Most base supply

and finance personnel believe the system 1s too complex and beyond their
linfted agecunting training, if any.

o,
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3. Beocauge of certain failings st Headquarters, 3.0.0., and at the
bases, the system has never produced desired results, The dasic reasons,
in our opinion, for the failure of the system to produce desirsd resulis
are set forth below,

1. Insistence of Headquarters to install the system when there
was virtuslly no treined pergonnel at either 8,C.C. or the bases,

2. Upon instellation of the system accepting s book inventory
from the bases when all concerned knew such book inventories had
little regemblance to materiel actually on hand or 1in use at the
bases. (We realizs this had % be done bacause of lack of personnel
to take physical inventories.)

3. Installation of the gystem at bames was accomplished with
limited assistance and guideance from S8upport Base at the time the
baszes needed it mogt, that ig when they were brought into the system.

4« Installation of a system utilising FPederal Item Jdentifieation
Number (FIIN) before its edoption by other Oovernment services.

25X1C

5. Lask of a preciss definition in the implementing procedures
{Property Handbooks) of what property is to be subjeet to finansial
gontrel and what is aotl.

6. Wormal time leg in forwarding dvcuments (pouching time) from
bages to 8.C,0. for processing and additional time required %o pre-
psrs and return to bases the reports prepared hy I.B.M., tabunlating
machines,

7., lack of sufficient trained personnel nt 8.0.0. to parform
an adequate editing job on dogumentation before proeessing.

8, Excessive time delay in notification of bases of specifie
procedural changes in the system, Headquarters and FE Support Base
muat share responsibility for this.

9« BRormal time delay in notifying bases of corrections of errors
by S.C+Cs in dooumentation submitied by the bases.

10. An ovarall general feeling of distrust in the system
generated by a laek of knowledge of the system and the processing
of documentation at a point far removed from its source withaut
prompt knowledge at the submitting base as to whether the docvmen-
btation submitted by them had been correctly preparsd, what happened
to the documentation at 8.0.C. and vhether in fact such documentation

—*2-
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aubmltied had been processged by 8.0.C. This too hes the sffect of
a general breskdown in efficiency in the initial preparation of
documentation.

11, The burdening of 5.C.C. as & result of Headquarters directive
with the handling of exc¢esslive paper work representing so-onlled
Pwash trangactiong." "Wash transactiong® are thoge transactions
vhich encompass the procurement and simultaneous issue of items pro-
ocured for immediate use, ‘

12. Changes in the gystem which have been effected by means of
&igpatchea and cables from Headquarters have never been formalined
by revision of original sygtem handbocks, Many of these changes
gsam to have been originated by different Headquarters slements
concerned with the property system and in gome ingtances it appears
that they were not coordinated inagmuch as in the past some diree-
tives were conflioting,

13. Lack of a clear cut declision sp to how to handle items
procursd polely for resale (food, FX items, and P.0,L, in some
ingtances), ’

4e This office has been unable to effectively use ptock status re-
ports of 8.C.C. in making test checks of accountable offieers stoek record
cards and tests of property physically on hand or in use ad
This has been due mainly to the extensive time lag between n
stock ledger cards and subsequent recording by 3.C.C. The eonsequent
necessary reconcilietion betwsen the two records is too tine sonsuming a
task, in most ingtances; for our auditors to aundertake. It has been due also
to the many correctione to documentation (PIIN number changes, condition
changes, stc,) made by S.C.C. without information being tramsmitted to
Aeeountable Officers that such corrections were mmde and that bage
accountable records should be adjusted accordingly. This sccounted for
the same errors ocourring repeatedly at the seme bages, Recently this
has been alleviated to some degres by mesns of more curreant correspondence
with base Aecountable Officers.

5. Attempis have been made to cope with many of the problems out-
lined above by the detailimp of inventory teams to bases and TDY agsigne
ments of FE Suppori Base qualified finance and supply persoanel, Howsver,
because of the magnitude of the tasks, its continuing nature and limited
personnal aveilaeble, an early solution to thege problems was not forth-
coning.

6. Many of the ressons for the current inadequacies of the system
outlined in paragraph 3 above eould be eliminated and the system siream-
lined to a worksble size, Ais to whether this would be more sconomisal
snd deairable than a complete new syatem, the Audit Office cannot say,
Teie office must remain completely objective and perform our audits in
sccordence with KUBARE policies, regulations, and proceduress in effect
at the time the transactions ccourred.
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.7+ It 1s realised that KUBARK has a sizesble investment in the
present gystem, built up over a perlod of approximately two yeers. Recog~
nlsing this investment, pertaps one alternative might be to reviev the
preseni gystem for the purpose of determining whether or not it can be
siuplified and improved to the point where it produses reliably the data
required and at e cost which is commensorats with such results, If such
8 review indicates that the present system cannot be eimplified snd
improved to that extent, the only other elternative would be the ingtsl-
lation of a new system.

8. In order to make an effective ¢valuation of the oversll property
system, it would be mecessary to have first hand knovledge of the ability

of Headquarters to utilige the data reported to them from the ]
“ Lacking the viewpoint and knowledge of
sacquarters overall picture of the system, the Audit Office, whose

experience with the system has been limited to the field only, is unable
1o make an assessment of the value of the overall system to KUBARE,

25X1A

I 25X 1A
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